Introduction
Capital market has been a significant part of the financial sector of the economy and an imperative gauge to identify and evaluate the status of the economy. Its efficiency along with other factors also very much depends on the level of information available to the investors; who use this information mostly through financial statements for enhancing their returns (Zeytinoglu et al, 2012) . Hence the factors affecting the stock returns become the most significant aspect of empirical research in finance. The inter linkages between the corporate financial strategies representing the firm specific factors and the outcomes of those in terms of market value have to be understood and accordingly optimally utilized for the increased market value of the firms. Therefore every corporate organization is assumed to develop and implement such financial strategies which could actually help in maximizing the value for shareholders.
Objectives of the Study
The primary objective of the study is to identify and evaluate the association among corporate solvency management strategies and the corporate performance valuation. The study intends to contribute to the construct validity of solvency management indicators and their impact on corporate performance.
Significance of the Study
The study will check and evaluate the susceptibility of corporate sector's performance in response to corporate solvency management strategies; being of great use to finance, economics and industry experts.
II. Literature Review
Corporate strategic decisions have to be integrated and synchronized with corporate financial decisions to avoid financial distress and bankruptcy (Mubashir et al., 2012) . This study discusses the corporate financial strategies regarding solvency management that are significant for adding value to the business (Kim et al., 1998; Chathoth & Olsen, 2007; Su & Vo, 2010) . The strategic management literature emphasized much on exploring the factors affecting firms' performance across firms and across industry (Jibao & Kai, 2010) . The financial performance of firms is dependent on corporate financial strategies regarding the assets to be held and financing of the held assets (Kochhar, 1997 Chakraborty, 2010) yet there is a question mark on the effect of capital structure on corporate performance . In a nut shell, capital structure studies can be divided into two schools of thoughts the relevance theory or the static trade off theory the irrelevance theory or the pecking order theory of capital structures for corporate valuation. The former is supported by Myers (1984) , Roden & Lewellen (1995) , Champion (1999) (2012) showing a very weak or insignificant impact of capital structure on corporate performance. This shows that until today there has been a mired controversy in the studies conducted to advocate the acceptability and applicability of one school of thought over the other one. Owing to the mixed results, the studying of empirical relationships between capital structure and firm performance still holds logical (Ebaid, 2009 ). Further, though such empirical relationships have been tested in mature capital markets, yet the emerging markets have a lot of potential to be explored in such context to further generalize the earlier findings (Ebaid, 2009 ). Such controversy and debate arises the need to explore the variables in Pakistani context for different sectors of the industry to see how changes in capital structure affects the corporate performance in an emerging capital market of Pakistan.
III. Methodology
On the basis of the review of the literature, the study employs the following methodology to develop the construct solvency management and to measure the relationship between the studied construct and its impact on corporate performance valuation.
Operationalization of Variables & Development of Hypotheses Dependent Variable -Corporate Performance Valuation
Corporate performance valuation is measured through market to book -Tobin's Q. Tobin's Q is an extensively used score for measuring corporate performance and estimating the value of stock as against its replacement cost (Short, 2012).
Independent Variable -Solvency Management
Solvency analysis is conducted to determine how far a company is financially stable or otherwise in payment of the principal amount of long term funds they have borrowed; along with the capability of the firm to service the debt over its life in terms of interest payments. Hence following the earlier studies and their methodologies it is measured through debt to equity ratio and interest coverage ratio.
Hypotheses:
The review of the literature allows developing the following hypotheses for evaluating the effect of solvency position on corporate performance valuation.
H1
Firms with high debt to equity tend to have high market to book value H2 Firms with high interest coverage tend to have high market to book value
Measurement of Variables
On the basis of the review of literature the variables of the study are measured as follows: 
Population & Sample of the Study
The population of the study is Chemical industry of Pakistan. The study uses purposive sampling or judgmental sampling; a non probability sampling technique for selecting sample companies; based on the knowledge of the population and the purpose of the study. 
Population & Sample Distribution

Period of study
The study took 10 years data from the financial statements of the selected 30 companies; covering years 2002 to 2011. Hence 300 firm years data is used for measuring and analyzing the relationships between the studied variables.
Data Collection
Financial statements data is collected through "Financial Statements Analysis of Nonfinancial Companies Listed at Karachi Stock Exchange"; published by the Statistics & Data Warehouse Department of State Bank of Pakistan.
Data Analysis Techniques
Balanced panel data is taken for the purpose of study. Both descriptive and inferential statistics are used to analyze the data and generalize the results. Most commonly used descriptive statistics measures for secondary data are mean, median, standard deviation, skewness and kurtosis. The present study will use Levin, Lin & Chu (2002) test to check the stationarity of data. The reliability and validity of the model increases when the data is stationary. The study uses White Test (1980) to check the heteroskedasticity of data. The reliability and validity of the model increases when the data is free from heteroskedasticity problems. Panel least square fixed effect model is used after adjusting for heteroskedasticity of data to measure the impact of independent variables on dependent variable. Source: Secondary Data
Data Analysis
The above table indicates that DE and IC are positively skewed and leptokurtic. Mean values indicate that overall solvency position is satisfactory in terms of IC but quite weak in terms of DE. Median values reflect reasonably satisfactory solvency position in terms of IC but slightly weak solvency position in terms of DE. The highly debt financed outliers have caused the mean DE to be quite high. Higher standard deviation of the variables is also due to these outliers. 
IV. Discussion Of Results
Since due to low solvency; the below average companies from chemical and allied sector are facing solvency risk or in other words they have more inclination towards relying on external financing (long term and short term finances) rather than internal financing (shareholders' equity); therefore such companies may face lower profitability due to higher reliance on external financing carrying fixed obligatory interest payments as against the internal financing carrying varying and optional dividend payments. The increased burden of interest payment due to heavy debt financing decreases the profitability of the companies on one side yet it increases the cash inflows due to tax advantages associated with such high debt financing, thus ultimately increase the returns for the owners of the companies despite their lower investments. Hence present debt financing levels at chemical and allied sectors is needed to be carefully reviewed; to financially evaluate the costs of debts as against the returns generated on those funds. As long as the returns exceed the costs; debt financing may be continued otherwise there is a serious need of restructuring the debt equity mix, since the higher debt to equity ratio may lead the chemical and allied industry towards insolvency and eventual bankruptcy especially for the outliers.
V. Conclusion
The present study observed that the performance of the chemical sector in terms of market to book value is affected by solvency management strategies and decisions, hence the sector need to perceive clearly about how their solvency management strategies would affect their performance and the valuation. The study identified, measured and evaluated the association between the variables and contributed to the construct validity of solvency management decisions and their impact on corporate performance. Moreover the study determined the predictability of certain solvency management indicators for measuring corporate performance and suggested what combination of these indicators may lead to improved corporate performance in future.
